

































































































































































































































































7KH OLQN EHWZHHQ WKH H[FKDQJH UDWH UHJLPH DQG PDFURHFRQRPLF SHUIRUPDQFH KDV
DOZD\VEHHQDGHEDWDEOHLVVXHLQLQWHUQDWLRQDOHFRQRPLFV7KLVSDSHUWDNHVDFULWLFDOORRNDW
WKLV GHEDWH E\ IRFXVLQJ RQ WKH UHODWLYH PDFURHFRQRPLF SHUIRUPDQFH RI FXUUHQF\ ERDUGV
DJDLQVWRWKHUH[FKDQJHUDWHUHJLPHVLQWUDQVLWLRQHFRQRPLHV7KHHPSLULFDOILQGLQJVRIWKLV
SDSHUVKRZWKDWUHODWLYHWRIORDWLQJUHJLPHVFXUUHQF\ERDUGVLQWUDQVLWLRQHFRQRPLHVDUH
DVVRFLDWHG ZLWK ORZHU LQIODWLRQ DQG KLJKHU UHDO *'3 SHUFDSLWD JURZWK $GGLWLRQDOO\
WUDQVLWLRQHFRQRPLHVZLWKFXUUHQF\ERDUGVH[SHULHQFHKLJKHUUHDO*'3SHUFDSLWDJURZWK
FRPSDUHGWRERWKSHJJHGDQGIORDWLQJUHJLPHV$FFRUGLQJWRWKHFXUUHQF\ERDUGH[SHULHQFHV
















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































FXUUHQF\ ERDUG ZDV WR IDFLOLWDWH WKH WUDGH EHWZHHQ D FRORQLDO SRZHU DQG LWV














VLPSOH SHJV UHIOHFWLQJ ERWK D ORZHU JURZWK UDWH RI PRQH\ VXSSO\ D GLVFLSOLQH
HIIHFW DQG IDVWHU JURZWK RI PRQH\ GHPDQG D FRQILGHQFH HIIHFW *KRVK HW DO
DOVRILQGWKDWWKHEHWWHULQIODWLRQSHUIRUPDQFHRIFXUUHQF\ERDUGVZDV
QRW DFKLHYHG DW D FRVW RI ORZHU JURZWK LQGHHG RXWSXW JURZWK XQGHU FXUUHQF\
ERDUGVH[FHHGHGJURZWKXQGHUERWKIORDWLQJDQGRWKHUSHJJHGUHJLPHV7KLVSDSHU



















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































SHUIRUPDQFH RI FXUUHQF\ ERDUGV E\ FRPSDULQJ WKH ILQGLQJV RI VHYHUDO HPSLULFDO
VWXGLHV 6LQFH WKHUH DUH TXLWH D IHZ HPSLULFDO VWXGLHV DERXW WKH PDFURHFRQRPLF
SHUIRUPDQFHRIFXUUHQF\ERDUGV6HFWLRQSUHVHQWVDEULHIOLWHUDWXUHUHYLHZRQWKH
UHODWLRQVKLSEHWZHHQH[FKDQJHUDWHUHJLPHVDQGHFRQRPLFSHUIRUPDQFH6HFWLRQ
EHJLQV ZLWK GHVFULELQJ WKH GDWDVHW DQG GLVFXVVLQJ WKH HYROXWLRQ RI NH\
PDFURHFRQRPLF YDULDEOHV LQ WUDQVLWLRQ HFRQRPLHV 6HFWLRQ  DOVR SUHVHQWV WKH
TXDQWLWDWLYHUHVXOWVDQGWKHLULQWHUSUHWDWLRQV6HFWLRQFRQWLQXHVWKHGLVFXVVLRQZLWK
currency board experiences in transition countries by focusing on each country’s 
PDFURHFRQRPLF SHUIRUPDQFH )LQDOO\ 6HFWLRQ  SUHVHQWV VRPH EULHI FRQFOXGLQJ
UHPDUNV
0DFURHFRQRPLF3HUIRUPDQFHRI&XUUHQF\%RDUGV
This  section  will  present  a  brief  literature  review  of  the  currency  board’s 
PDFURHFRQRPLFSHUIRUPDQFH0DMRULW\RIWKHSDSHUVZHUHGHVFULSWLYHDQGWKH\GLG
QRW HPSLULFDOO\ H[DPLQH WKH PDFURHFRQRPLF SHUIRUPDQFH RI FXUUHQF\ ERDUG
DUUDQJHPHQWV7KHHPSLULFDOVWXGLHVFDQEHFODVVLILHGLQWRWZRFDWHJRULHVFRXQWU\
VSHFLILFVWXGLHVDQGPXOWLFRXQWU\VWXGLHV*KRVKHWDOFRQGXFWRQHRI


































































































































































































































































































































































































































































































6LQFH WKHUH DUH TXLWH D IHZ HPSLULFDO VWXGLHV DERXW WKH PDFURHFRQRPLF
SHUIRUPDQFHRIFXUUHQF\ERDUGVLWLVZRUWKGLVFXVVLQJWKHRWKHUHPSLULFDOVWXGLHV
ZKLFK H[DPLQH WKH OLQN EHWZHHQ WKH FKRLFH RI WKH H[FKDQJH UDWH UHJLPH DQG
PDFURHFRQRPLFSHUIRUPDQFH7KHIROORZLQJWZRVXEVHFWLRQVZLOOSURYLGHDEULHI






















































































































































































































































































































































































7KH UHODWLRQVKLS EHWZHHQ H[FKDQJH UDWH UHJLPHV DQG LQIODWLRQ UHPDLQV D NH\
issue in international economics. “Few questions in international economics have 










DQ LQGHSHQGHQW PRQHWDU\ SROLF\ ZKLFK HQDEOHV WKH FRXQWU\ WR GHDO ZLWK ERWK
GRPHVWLFDQGIRUHLJQVKRFNVPRUHHDVLO\UHODWLYHWRIL[HGUHJLPHV$VGLVFXVVHG
EHIRUHWKLVIOH[LELOLW\UHGXFHVWKHFUHGLELOLW\RIWKHV\VWHP2QWKHRWKHUKDQGIL[HG
UHJLPHV KDYH OHVV IOH[LELOLW\ EXW KLJKHU GHJUHH RI FUHGLELOLW\ UHODWLYH WR IORDWLQJ
UHJLPHV $FFRUGLQJO\ FRXQWULHV ZLWK IL[HG UHJLPHV WHQG WR KDYH ORZHU LQIODWLRQ
FRPSDUHGWRFRXQWULHVRSHUDWLQJXQGHUIORDWLQJUHJLPHV
7KH ILQGLQJV RI WKH HPSLULFDO VWXGLHV DERXW WKH OLQN EHWZHHQ H[FKDQJH UDWH
UHJLPH DQG LQIODWLRQ ZLOO QRZ EH GLVFXVVHG (GZDUGV  FRQGXFWV D VWXG\

















































































































































































































































































































































































































































































































































































































































































































































































































































































SDSHU VXJJHVW WKDW WKH H[FKDQJH UDWH UHJLPH PDNHV GLIIHUHQFH IRU LQIODWLRQ
SHUIRUPDQFH 6LQFH LW LV QRW SRVVLEOH WR FRPSDUH WKH LQIODWLRQ SHUIRUPDQFH RI
GLIIHUHQW H[FKDQJH UDWH UHJLPHV E\ XVLQJ WKH VZLWFKLQJ UHJUHVVLRQ SURFHGXUH
Domaç et al. (2001) perform simulations to determine whether a particular regime 
ZRXOG KDYH GHOLYHUHG ORZHU RU KLJKHU LQIODWLRQ UHODWLYH WR WKH RQH DOUHDG\
HVWDEOLVKHG7KHHPSLULFDOILQGLQJVRIWKHSDSHULQGLFDWHWKDWWUDQVLWLRQHFRQRPLHV
ZLWKLQWHUPHGLDWHUHJLPHVPD\DFKLHYHORZHULQIODWLRQLIWKH\ZHUHWRDGRSWDIL[HG









WKURXJK WKH JURZWK UDWH RI IDFWRU DFFXPXODWLRQ LQFUHDVHG SURGXFWLYLW\ )L[HG
H[FKDQJH UDWH UHJLPHV UHGXFH SROLF\ XQFHUWDLQWLHV UHDO LQWHUHVW UDWHV DQG UHDO
H[FKDQJHUDWHYDULDELOLW\WKXVWKH\DUHXVXDOO\DVVRFLDWHGZLWKKLJKHULQYHVWPHQW
UHODWLYH WR RWKHU UHJLPHV
·
￿  2Q WKH RWKHU KDQG IL[HG H[FKDQJH UDWH UHJLPHV
HOLPLQDWHDQLPSRUWDQWDGMXVWPHQWPHFKDQLVPZKLFKOHDGVWRLQHIILFLHQWDOORFDWLRQ
RIUHVRXUFHVDFURVVVHFWRUV7KHUHIRUHIL[HGUHJLPHVDUHJHQHUDOO\DVVXPHGWRKDYH




IL[HG UHJLPHV EXW WKH GLIIHUHQFH LV TXDQWLWDWLYHO\ VPDOO 7KH\ DOVR VWDWH WKDW

Æ
























































































































































































































































































































































































































HPSLULFDO VWXGLHV ZKLFK H[DPLQH JURZWK LQ WUDQVLWLRQ HFRQRPLHV E\ WDNLQJ LQWR







SHULRG2000. International Monetary Fund (IMF)’s classification of countries 
LVXVHGLQWKLVVWXG\,0)GLYLGHVWKHZRUOGLQWRWKUHHPDMRUJURXSVLDGYDQFHG
HFRQRPLHV LL GHYHORSLQJ FRXQWULHV LLL WUDQVLWLRQ HFRQRPLHV &RXQWULHV LQ
WUDQVLWLRQ FRQVLVW RI  FRXQWULHV
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three categories: i) pegged (or “fixed”, these terms are used interchangeably in this 
SDSHULLLQWHUPHGLDWHDQGLLLIORDWLQJUHJLPHV7KHLUFODVVLILFDWLRQLVSULPDULO\
based on the stated commitment of the central bank (“de jure” classification) as 
summarised  in  the  IMF’s  annual  report  on  Exchange  Rate  Arrangements  and 
Exchange  Rate  Restrictions.  Domaç  et  al.  ( XVH WKH VDPH FODVVLILFDWLRQ
DSSURDFKDQGJURXSWKHH[FKDQJHUDWHUHJLPHVLQWKUHHFDWHJRULHV,QWKLVSDSHUWKH
exchange rate arrangements are classified into four categories by using a “de jure” 
FODVVLILFDWLRQDSSURDFKLIL[HGLLFXUUHQF\ERDUGLLLLQWHUPHGLDWHDQGLYIORDWLQJ
UHJLPHV 6LQFH WKLV SDSHU LV DERXW WKH PDFURHFRQRPLF SHUIRUPDQFH RI FXUUHQF\
ERDUGV LQ WUDQVLWLRQ HFRQRPLHV FXUUHQF\ ERDUG DUUDQJHPHQWV DUH FODVVLILHG
VHSDUDWHO\ IURP IL[HG UHJLPHV
·






















































































































































































































































































































































































































obtained  from  the  IMF’s  Annual  Report  on  Exchange  Rate  Arrangements.  The 
FXUUHQF\ ERDUG REVHUYDWLRQV LQ WKH GDWDVHW DUH (VWRQLD  /LWKXDQLD










REWDLQHG IURP :RUOG 'HYHORSPHQW ,QGLFDWRUV 'DWDEDVH :RUOG %DQN 'DWD RQ
LQIODWLRQLVREWDLQHGIURP,0):RUOG(FRQRPLF2XWORRN'DWDEDVH7UDQVIRUPHG







PRQH\ JURZWK LV XQDYDLODEOH LQ WKH EHJLQQLQJ RI WUDQVLWLRQ IRU WKH PDMRULW\ RI
WUDQVLWLRQFRXQWULHV
&ODVVLI\LQJ([FKDQJH5DWH5HJLPHV
%HIRUH DQDO\VLQJ WKH OLQN EHWZHHQ FXUUHQF\ ERDUG DUUDQJHPHQWV DQG WKHLU
PDFURHFRQRPLF SHUIRUPDQFH DOO WUDQVLWLRQ HFRQRPLHV LQ WKH GDWDVHW VKRXOG EH
FODVVLILHGDFFRUGLQJWRWKHLUH[FKDQJHUDWHUHJLPHV$QLPSRUWDQWTXHVWLRQDULVHVDW
this  point:  How  should  a  country’s  exchange  rate  regime  be  classified?  The 
WH[WERRNDQVZHULVVLPSOHHLWKHUWKHH[FKDQJHUDWHLVIL[HGRULWIORDWV*KRVKHW
DO, 2002:2). However, Ghosh et al. (1996) state that “ beyond the traditional fixed










































































































































































































































































































































































































































































































































































































































































































































Two options are available in classifying the exchange rate regimes. A “de jure” 
FODVVLILFDWLRQLVEDVHGRQWKHSXEOLFO\VWDWHGFRPPLWPHQWRIWKHFHQWUDOEDQN,Q
RWKHU ZRUGV WKH GH MXUH FODVVLILFDWLRQ FDSWXUHV WKH IRUPDO FRPPLWPHQW RI WKH
FHQWUDOEDQNKRZHYHULWGRHVQRWUHIOHFWWKHSROLFLHVWKDWDUHLQFRQVLVWHQWZLWKWKH
commitment. On the other hand, a “ de facto” classification has the advantage of 







































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































7KH WUDQVLWLRQ HFRQRPLHV H[SHULHQFH QHJDWLYH DYHUDJH UHDO *'3 SHUFDSLWD
JURZWKUDWHVXQWLO%HWZHHQWKHSHULRGVWKHDYHUDJHUHDO*'3SHU











































































































RXWOLHUV $V PHQWLRQHG EHIRUH WKH WUDQVIRUPHG LQIODWLRQ UDWH LV FDOFXODWHG DV
³  ´ ZKHUH  GHQRWHV WKH DQQXDO LQIODWLRQ UDWH LQ SHUFHQWDJH )LJXUH 















































































































































































2QO\ WKH H[FKDQJH UDWH UHJLPH FDQQRW H[SODLQ WKH GLIIHUHQFHV LQ LQIODWLRQ $
VLPSOH PRQH\ GHPDQG IXQFWLRQ FDQ EH XVHG LQ RUGHU WR XQGHUVWDQG WKH IDFWRUV
XQGHUO\LQJ WKH GLIIHUHQFHV LQ LQIODWLRQ SHUIRUPDQFH DFURVV UHJLPHV
￿
￿
—  $ VLPSOH
PRQH\GHPDQGIXQFWLRQFDQEHGHILQHGDV
  PYS \ L
*   ! 
:KHUHPLVEURDGPRQH\SLVWKHFRQVXPHUSULFHLQGH[\LVUHDORXWSXWLLVWKH





   ¨ORJP ¨ORJ\ ¨ORJL¨ORJY 
:KHUH GHQRWHVWKHLQIODWLRQ
7DEOH  VXPPDULVHV WKH PHDQ YDOXHV RI LQIODWLRQ UHDO *'3 JURZWK EURDG









































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































UHJLPHV ,Q DGGLWLRQ WKH EURDG PRQH\ JURZWK KDV WKH KLJKHVW DYHUDJH 
SHUFHQW LQ FRXQWULHV ZLWK IL[HG H[FKDQJH UDWH UHJLPHV 6LQFH IDVWHU JURZWK RI
EURDG PRQH\ LV DVVRFLDWHG ZLWK KLJKHU LQIODWLRQ LW PD\ H[SODLQ ZK\ FRXQWULHV
RSHUDWLQJ XQGHU IL[HG UHJLPHV H[SHULHQFH VXFK D KLJK DYHUDJH LQIODWLRQ UDWH
7UDQVLWLRQ HFRQRPLHV ZLWK FXUUHQF\ ERDUG DUUDQJHPHQWV KDYH ORZHU DYHUDJH
LQIODWLRQUDWHUHODWLYHWRIL[HGDQGIORDWLQJUHJLPHVLQWUDQVLWLRQHFRQRPLHV)LQDOO\
DFFRUGLQJ WR WKH EDVLF VWDWLVWLFV WKH LQWHUPHGLDWH UHJLPH KDV WKH EHVW LQIODWLRQ
SHUIRUPDQFH DPRQJ RWKHU UHJLPHV 8VLQJ WKH WUDQVIRUPHG PHDVXUH UHGXFHV WKH
VOLJKWGLIIHUHQFHVRIDYHUDJHLQIODWLRQEHWZHHQH[FKDQJHUDWHUHJLPHVKRZHYHUWKH
UDQNLQJ UHPDLQV XQDOWHUHG 7UDQVLWLRQ HFRQRPLHV ZLWK IL[HG UHJLPHV KDYH WKH
KLJKHVWDYHUDJHLQIODWLRQZKHQWKHWUDQVIRUPHGPHDVXUHLVXVHG
2Q WKH JURZWK VLGH RQO\ WKH WUDQVLWLRQ HFRQRPLHV ZLWK IL[HG H[FKDQJH UDWH
UHJLPHV H[SHULHQFH QHJDWLYH DYHUDJH UHDO *'3 JURZWK 7KH FRXQWULHV RSHUDWLQJ
XQGHU LQWHUPHGLDWH UHJLPHV KDYH WKH KLJKHVW DYHUDJH UHDO *'3 JURZWK 
SHUFHQWDQGWKLVLVIROORZHGE\FRXQWULHVZLWKFXUUHQF\ERDUGVSHUFHQW7KH

















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































H[FKDQJH UDWH UHJLPHV 7KH UHJUHVVLRQ ZKLFK LQFOXGHV WKH EURDG PRQH\ JURZWK









PRGLILFDWLRQV GLG QRW SURYLGH VDWLVIDFWRU\ UHVXOWV ,W LV ZRUWK PHQWLRQLQJ WKH






















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































WKH VXP RI H[SRUW JURZWK DQG LPSRUW JURZWK 7DEOH  VXPPDULVHV WKH PHDQ

















































































































































































































































































































































































































































































































































































































































































































































































































































































































































LQYHVWPHQW WR *'3 UDWLR RSHQQHVV SRSXODWLRQ JURZWK ZLWK H[FKDQJH UDWH






















































































































































,W FDQ EH HDVLO\ QRWLFHG IURP )LJXUH  WKDW WKH LQIODWLRQ UDWH GHFOLQHG
FRQWLQXRXVO\DIWHUWKHLQWURGXFWLRQRIWKH(VWRQLDQFXUUHQF\ERDUG7KHLQIODWLRQ
UDWHGHFUHDVHGIURPSHUFHQWLQWRSHUFHQWLQDQGDV+DDQHWDO















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































SHUFHQW LQ  ,W FDQ EH VWDWHG WKDW WKH JURZWK SHUIRUPDQFH RI %XOJDULD KDV
LPSURYHGDIWHUWKHLQWURGXFWLRQRIWKHFXUUHQF\ERDUGLQ-XO\
0DFURHFRQRPLF3HUIRUPDQFHRIWKH%RVQLDQ&XUUHQF\%RDUG
6FKXOHUpoints out that “as stipulated in the Dayton Peace Accord, Bosnia 
DQG+HU]HJRYLQDHVWDEOLVKHGDFXUUHQF\ERDUGOLQNHGWRWKH*HUPDQ0DUNRQ

















































































































































































































































































































































VWXGLHV SURYLGLQJ VRPH HYLGHQFH RQ WUDQVLWLRQ HFRQRPLHV $V PHQWLRQHG EHIRUH
'RPDç HW DO  FRQGXFW WKH PRVW GHWDLOHG HPSLULFDO VWXG\ LQ ZKLFK WKH\
DQDO\VHWKHOLQNEHWZHHQPDFURHFRQRPLFSHUIRUPDQFHDQGH[FKDQJHUDWHUHJLPHVLQ
transition economies. Different from Domaç et al. (2001), this paper focuses on the 




































































































































































































































































































































































































































































































%HIRUH H[DPLQLQJ WKH PDFURHFRQRPLF SHUIRUPDQFH RI FXUUHQF\ ERDUGV LQ





 ,Q RWKHU ZRUGV WUDQVLWLRQ HFRQRPLHV H[SHULHQFHG YHU\ KLJK OHYHOV RI
LQIODWLRQRQDYHUDJHLQWKHHDUO\\HDUVRIWKHWUDQVLWLRQDQGWKHDYHUDJHLQIODWLRQ
IHOOWRWZRGLJLWOHYHOV7UDQVLWLRQHFRQRPLHVVXIIHUHGIURPVWURQJO\QHJDWLYHUHDO
*'3 SHUFDSLWD JURZWK UDWHV EHWZHHQ  DQG WKHQ WKH\ VWDUWHG WR
H[SHULHQFHSRVLWLYHDYHUDJHJURZWKUDWHVVWDUWLQJIURP







































































































































































































































































































































































































































































































































































































































































































































































































































































H[SODQDWRU\ YDULDEOH ZKLOH WKH RWKHU RQH H[FOXGHV LW $OO RI WKH FRHIILFLHQWV RQ
H[FKDQJH UDWH GXPPLHV DUH IRXQG WR EH VWDWLVWLFDOO\ LQVLJQLILFDQW LQ DOO LQIODWLRQ
UHJUHVVLRQVLQFOXGLQJWKHEURDGPRQH\JURZWK7KXVLWLVQRWSRVVLEOHWRVHSDUDWH
WKH GLVFLSOLQH DQG WKH FRQILGHQFH HIIHFWV 7KH LQIODWLRQ UHJUHVVLRQ H[FOXGLQJ WKH
EURDGPRQH\JURZWKVXJJHVWVWKDWLWUDQVLWLRQHFRQRPLHVHLWKHUZLWKFXUUHQF\
ERDUGVRULQWHUPHGLDWHUHJLPHVDFKLHYHORZHULQIODWLRQUDWHVUHODWLYHWRFRXQWULHV












JURZWK UHJUHVVLRQ (PSLULFDO UHVXOWV RI WKH UHJUHVVLRQ VXJJHVW WKDW L WUDQVLWLRQ




,Q FRQFOXVLRQ UHODWLYH WR IORDWLQJ UHJLPHV FXUUHQF\ ERDUGV LQ WUDQVLWLRQ




















































































































































































































































































































































































VWDWHG WKDW FXUUHQF\ ERDUGV LQ (VWRQLD /LWKXDQLD DQG %XOJDULD EURXJKW ORZHU
LQIODWLRQDQGKLJKHUUHDO*'3JURZWKWRWKHVHFRXQWULHVUHODWLYHWRWKHSUHFXUUHQF\
ERDUG SHULRG 2Q WKH RWKHU KDQG WKLV LV QRW WUXH IRU %RVQLDQ FXUUHQF\ ERDUG
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